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Foreign credit is computed in a simi- 
lar manner for regular tax but is 
limited to 90% of tentative tax be- 
fore the application of the foreign 
credit and the AMT NOL.” 
[Editor’s note: Changes in the 
AMT rate structure for individual 
taxpayers resulting from RRA 93 
include the following AMT rate in- 
creases, effective for tax years begin- 
ning after December 31, 1992: 26% 
of the first $175,000 of AMT in- 
come, and 28% above $175,000.] 


Conclusion 

Adjustments required for AMT 
calculation involving ACE will force 
corporations to pay tax on income 
that previously was specifically ex- 
cluded from income tax. The ben- 
efits of tax-exempt interest (provid- 
ing a reduction in the cost of financ- 
ing in the public sector) and the 
dividends-received exclusion (elimi- 
nating double taxation of corporate 
income) are being negated. The re- 
sult of these actions will discourage 
corporations from investing in mu- 
nicipal bonds as well as corporate 
securities that pay dividends. 

In addition to the obvious prob- 
lems of paying taxes on tax-free in- 
come, the AMT has created the need 
for a third set of records in addition 
to the book and tax records. @ 
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